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THE PRESIDENT’S REPORT TO STOCKHOLDERS 


During the fiscal year which ended August 31st, 1948 our sales achieved 
a new high of $43,627,861 as compared with sales of $39,394,636 in the 
previous year-an increase of $4,233,225, or 10.75%. This new sales record 
represents the nineteenth consecutive year in which sales have increased over 
the preceding fiscal period. 

Consolidated net income for the fiscal year also reached a new high, 
amounting to $1,145,825, which is $90,272 more than the previous year’s 
net income of $1,055,553. This increase was accomplished despite increasing 
costs of all types, including those incidental to our continuing modernization 
and expansion program. Common share earnings, after dividends on preferred 
shares, were $1.63 per share as compared with $1.47 per share in the previous 
fiscal year. 

Dividends were declared during the past fiscal year on the \ Vi% Cumu¬ 
lative Preferred Shares, Series A, in the amount of $ 105,115, and on the AVa % 
Cumulative Preferred Shares, Series B, in the amount of $63,837. Dividends 
declared on our common shares amounted to $150,000, or 25^ per share. 
During the past year it was decided by your Board of Directors to retain the 
balance of our current net earnings in the business because of the increased 
demand for funds required to finance our expansion program and the limi¬ 
tations concerning the payment of dividends on common shares contained in 
the Articles of Incorporation of the Company. The date and rate at which 
payment of common share dividends will be resumed is, of course, dependent 
upon the financial needs of your Company for its continued sound operation 
and upon its earnings. As a result of the retention of current net earnings the 



book value of each common share amounted to $7.71 as of August 31, 1948 
as compared with $6.30 as of August 31, 1947. 

The net working capital (excess of current assets over current liabilities) 
of your Company at August 31, 1948 totaled $6,300,795, which is an increase 
of $962,068 from August 31, 1947. Merchandise inventories at August 31, 
1948 were $6,732,455 as compared with $6,068,156 at August 31, 1947. 
This increase in inventories reflects the additional inventory requirements for 
enlarged and newly opened stores, and the addition of numerous items to our 
ever increasing variety of merchandise. 

During the past fiscal year we opened one store in each of the following 
California cities: Pasadena, Fresno, El Cajon, Burbank, Porterville, and one 
in Van Nuys to replace a small unit which has subsequently been closed. In 
addition, we enlarged and modernized four existing stores, and partly modern¬ 
ized eight other existing stores. At August 31, 1948 we were operating 78 
stores. Since that date we have opened three additional large units in Cali¬ 
fornia, one in North Long Beach, one in Los Angeles, and one in Westwood. 

In the following pages of this report you will find financial statements as 
certified by independent accountants, showing the results of our operations 
during the past fiscal year, and our financial condition as of August 31, 1948. 


Respectfully submitted, 



H. H. Borun, President 



THRIFTY DRUG 

AND S U B S I D I A 

CONSOLIDATED BALANC 



CURRENT ASSETS: 

Cash on hand and in banks.$ 2,013,320.29 

Accounts and notes receivable (including $11,537.38 due 
from officers and employees, and less reserve for 
losses, $2,000.00) . 230,572.86 

Inventories of merchandise and raw materials and 
supplies (Note 1) . 7,409,226.34 

Total current assets. $ 9,653,119.49 

SECURITIES OWNED (quoted market value, $6,075.00). 20,393-78 

CASH SURRENDER VALUE OF LIFE INSURANCE POLI¬ 
CIES (face amount of policies, $110,000). ... 32,933-93 

PROPERTY (atcost): 

Land, including carrying charges (site for new office and 
warehouse building) (subject to trust-deed note 
payable) .$ 338,399-91 

Fixtures and equipment (principally for stores) and lease¬ 
hold improvements . 3,270,663.31 

Total.$ 3,609,063.22 

Less reserves for depreciation and amortization. 983,789-21 

Total property (net book value). 2,625,274.01 


DEFERRED CHARGES: 

Prepaid rent, insurance, and taxes.$ 380,626.69 

Store supplies... 120,144.49 

Miscellaneous.. 97,575.79 


Total deferred charges 


598,346.97 


TOTAL 


$12,930,068.18 


The accompanying notes to financial state 




























STORES CO. INC. 

R Y COMPANIES 

! SHEET, AUGUST 31,1948 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts payable (including collections under employees* 
stock-purchase contracts for 632 shares of Series A 


preferred stock at $100.00 a share, $25,109.78).$ 1,906,268.60 

Salaries and wages. 295,608.14 

Taxes: 

Federal income tax . 698,151.29 

Other . 398,964.51 

Trust-deed note payable (instalments payable within one 

year). 12,000.00 

Dividends payable on preferred stock. 41,331.52 

Total current liabilities. 


5 3,352,324.06 


NON-CURRENT LIABILITIES (obligations maturing after 
one year): 

Trust-deed note payable (payable in monthly instalments 
of $1,000 each, plus interest at 3% per annum, 
to maturity in 1966; exclusive of instalments payable 
within one year) .$ 198,000.00 

Notes payable to bank under credit agreement expiring 

June 29, 1951 ... 1,000,000.00 

Total non-current liabilities. 

STATED CAPITAL AND SURPLUS (Note 2): 

Cumulative preferred stock, par value $100 a share; auth¬ 
orized, 97,560 shares, subject to redemption through 
sinking funds and issuable in series with preferences 
to be determined by Board of Directors at time of 
issuance: 

Series A 414% - issued, 23,592 shares; in treas¬ 
ury, 835 shares; outstanding, 22,757 shares $ 2,359,200.00 


Series B 414% - issued and outstanding, 14,804 

shares. 1,480,400.00 

Common stock, par value 50 cents a share - authorized, 

1,500,000 shares; issued and outstanding, 600,000 

shares. 300,000.00 

Capital surplus (representing excess of par value over cost 

of cumulative preferred stock acquired and canceled) 16,262.25 

Earned surplus . 4,223,881.87 

Total stated capital and surplus. 


1,198,000.00 


8,379.744.12 


TOTAL 


$ 12 , 930 , 068.18 


lents are an integral part of this statement. 

























SUMMARY OF CONSOLIDATED INCOME AND EARNED SURPLUS 
FOR THE YEAR ENDED AUGUST 31, 1948 


NET SALES AND OTHER STORE INCOME.$43,686,711.56 

COST OF GOODS SOLD AND SELLING AND GENERAL 

EXPENSES . 41,891.860.05 

PROFIT FROM OPERATIONS .$ 1,794,851.51 

OTHER INCOME (net) . 48.296.09 

NET INCOME BEFORE FEDERAL INCOME TAX.$ 1,843,147.60 

FEDERAL INCOME TAX. 697,322.61 

NET INCOME FOR THE YEAR.$ 1,145,824.99 

EARNED SURPLUS, SEPTEMBER 1, 1947. 3,397,008.49 

Total.$ 4,542,833.48 

DIVIDENDS (incash): 

Cumulative preferred stock: 

Series A 4V 2 % .. . $105,114.79 

Series B 4V 4 % . 63,836.82 

Common stock ($ 0.25 a share).. 150 , 000.00 


Total. 318,951.61 


EARNED SURPLUS, AUGUST 31, 1948.$ 4,223.881.87 


The accompanying notes to financial statements 
are an integral part of this statement. 




































THRIFTY DRUG STORES CO. INC. AND SUBSIDIARY COMPANIES 


NOTES TO FINANCIAL STATEMENTS 

1. The inventories at August 31, 1948 are based upon physical inventories 
taken generally during the four months ended that date, and priced at 
latest invoice cost, adjustments being made, as to inventories not taken 
on August 31, 1948, in respect of intervening transactions as follows: 
purchases at cost; sales through retail stores at estimated cost based upon 
the Company’s most recent experience as to such cost. 

2. The Articles of Incorporation of the Company contain restrictions which 
impose limitations as to the availability of the consolidated earned surplus 
and consolidated net current assets for the acquisition of its common stock 
and the payment of dividends on its common stock so long as any of the 
cumulative preferred stock is outstanding. While, under one of these re¬ 
strictions $2,197,230.04 of the consolidated earned surplus of $4,223,- 
881.87 at August 31, 1948 was available for dividends on common stock, 
the payment of such dividends was limited to $93,170.43 at that date 
by virtue of the restriction pertaining to the amount of consolidated net 
current assets. 

3. Claims have been filed for relief from Federal excess profits taxes, under 
section 722 of the Internal Revenue Code, for the years ended August 31, 
1941 through August 31, 1946 by the Company, and for the years ended 
August 31, 1942 through August 31, 1946 by Borun Bros., a wholly- 
owned subsidiary. These claims are under review by the Treasury Depart¬ 
ment, but inasmuch as no conclusion has been reached with respect thereto, 
the amounts of the claims have not been taken up in the accounts. 




HASKINS & SELLS 

CERTIFIED PUBLIC ACCOUNTANTS 


PACIFIC MUTUAL BUILDING 

LOS ANGELES 14 


ACCOUNTANTS’ CERTIFICATE 


Thrifty Drug Stores Co. Inc.: 

We have examined the consolidated balance sheet of Thrifty Drug Stores 
Co. Inc. and its wholly-owned subsidiary companies as of August 31,'1948 
and the related summary of consolidated income and earned surplus for the 
year ended that date. Our examination was made in accordance with generally 
accepted auditing standards and included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the cir¬ 
cumstances. 

In our opinion, the accompanying consolidated balance sheet and sum¬ 
mary of consolidated income and earned surplus present fairly the financial 
condition of the companies at August 31, 1948 and the results of their opera¬ 
tions for the year ended that date, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding 
year. 

Haskins & Sells 


Los Angeles, 

November 15, 1948. 






